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Executive Compensation and Gender: 
A Longitudinal Study of a National Nonprofit Organization 
 
Literally hundreds of studies have been conducted examining executive compensation 
and the relationship between CEO pay and performance in the for-profit sector (see Barkema & 
Gomez-Mejia, 1998; Gomez-Mejia, 1994; Gomez-Mejia & Wiseman, 1997; Tosi, Werner, Katz 
& Gomez-Mejia, 2000 for reviews of this literature) and considerable research has been done on 
the relationship between pay and performance in the public sector as well (e.g., Condrey & 
Brudney, 1992; Pearce & Perry, 1983; Perry, Petrakis, & Miller, 1989; Perry & Porter, 1982).  
However, very little empirical work has addressed executive compensation in the nonprofit 
sector (see Brickley & Van Horn, 2002; Hallock, 2002a, Oster, 1998, and Werner, Konopaske, & 
Gemeinhardt, 2000 for exceptions).  Moreover, the literature on pay for performance systems in 
nonprofit organizations has been criticized for a lack of successful models and theory validation, 
a preponderance of case studies, and too few longitudinal designs using appropriate controls 
(Alvarado, 1996).  Although there has been some theoretical work on incentive compensation in 
nonprofits, (e.g., Steinberg, 1990; Weisbrod, 1988), we know little about the incentives of 
managers within nonprofits (Brickley & Van Horn, 2002) and have less understanding of the 
determinants of executive compensation in nonprofits from an empirical point of view (Hallock, 
2002a).   
 
We were provided with an excellent opportunity to conduct an in-depth, longitudinal 
study on the relationship between CEO pay and organizational performance in a large, well-
established 501 3(c) organization.  The results of this study were reported in a paper presented at 
the 2003 ARNOVA conference (Mesch & Rooney, 2003).  Five years of compensation and 
performance data, as well as human capital and organizational variables, were examined across 
123 individual agencies within this larger nonprofit.  An unexpected finding from this study was 
that we found a robust and significant finding of gender differences in salary and bonus; female 
CEOs earned significantly less than their male counterparts (Mesch & Rooney, 2003).  
Specifically, female CEOs were paid over $12,000 less in salary than male CEOs and between 
$7000 and $9800 less in bonus—even after controlling for differences in human capital, 
organizational size, and organizational performance variables.   
 
These preliminary results are consistent with the accumulating body of literature 
indicating such pay differentials in nonprofits--even though the nonprofit labor force is 
dominated by women.  Reports in the popular press give an account of surveys that indicate 
senior female executives as well as other top positions of our nation’s nonprofits are routinely 
paid less than men in similar jobs—as high as a 50% gender differential exists for CEOs (Lewin, 
2001; Lipman, 2002).  The pay gap is greatest among the largest nonprofits (Lipman, 2002; 
Guidestar, 2004).  A recent analysis of nonprofit compensation found the gender gap to persist 
when compared to earlier surveys and that women earn significantly less than men in all job 
categories.  Although women were more likely to head smaller organizations, even when 
controlling for organization size, women earned less (GuideStar, 2004).    
 
Recent empirical research on nonprofits has found similar results.  Although Oster (1998) 
found the gender of the CEO was not significantly related to compensation across a wide range 
of nonprofits, several studies have found just the opposite (e.g., Hallock, 2002b; Gibelman, 
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2000; Gray & Benson, 2003; Lette, 2001; Werner, Konopaske, & Gemeinhardt, 2000).  Gray and 
Benson (2003) looked at a national sample of nonprofit small business development centers and 
found that males on average earned $4874 more than their female counterparts.  Werner, 
Konopaske and Gemeinhardt (2000) sampled different types of nonprofit agencies from a large 
metropolitan area and found women to earn $1,707 less than their male counterparts --after 
controlling for education, tenure, demographic, and organizational characteristics.  Gibelman’s 
(2000) findings substantiate the existence of the glass ceiling phenomenon among nonprofit 
human service agencies where men were disproportionately represented in upper-level 
management positions as well as earning higher salaries.  Hallock (2002b) examined the gender 
wage gap among managers of nonprofit organizations using data on compensation of managers 
in the U.S. and found that women who led nonprofits earn about 20% less than men in 
comparable positions.  Similar findings have been found in the public sector (e.g., Lewis, 1998) 
and private sector (e.g., Jones, 2003); even when controlling for firm size, performance, pay 
philosophy, and other company and individual attributes—top paid women executives have been 
found to receive lower pay than men (e.g., Renner, Rives, & Bowlin, 2002).   
 
The purpose of this research is to examine possible reasons as to why this gender gap 
exists by conducting further analyses on this data set from this national nonprofit.  These data 
and subsequent analysis will allow us to examine the relationship between pay and gender more 
in-depth—controlling for the human capital variables often associated with compensation as well 
as testing for possible nonlinear interaction effects.  Although our earlier work found gender to 
have a significant marginal impact on the intercept (that is, we used a dummy variable which 
shifts the intercept up or down), we found no studies that have looked at this relationship in a 
non-linear model across multiple agencies within the same organization and across multiple 
years.  We also examine the data to determine whether or not the differences in gender persist in 
various size of organization categories.   
Human Capital Theory, Gender, and Pay 
Within the economics literature, the major supply-side explanation for sex differences in 
outcomes has been viewed within the framework of the human capital model (Blau & Ferber, 
1986).  Examples of human capital investments include expenditures on education, training, job 
search and geographic migration (Blau & Ferber, 1986).  Human capital theory views these 
factors as the major source of a worker’s current and future productivity and proposes a rationale 
for research findings of the positive correlation between age and education/experience and 
earnings—older people earn more because they have more experience and those with more 
education and training result in more productive workers who are paid more (Strober, 1990). 
More specifically, it has been found, for example, that higher college grades lead to higher wages 
(Weinberger, 1998).  Furthermore, as individuals increasingly participate in the labor force over 
a life cycle, the greater the inclination to invest in their human capital (Blau, 1998).  General 
investment in human capital can be readily transferred, making an individual more productive 
across a variety of jobs and occupations (Becker, 1993; Blau & Ferber, 1986).  Longitudinal 
research demonstrates this strong positive association between educational attainment and labor 
force participation (i.e., Blau, 1998).   
 
Sex differences in human capital investment can produce substantial differences in the 
pay and occupations of men and women in the labor market (Blau & Ferber, 1986).  That is, men 
and women come to the labor market with different tastes as well as with different human capital 
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characteristics.  Furthermore, men and women may differ in terms of decisions as to whether to 
acquire different amounts and/or types of human capital, dependent upon expected costs and 
benefits of the investment (Blau & Ferber, 1986).  “Human capital theorists argue that most 
women do indeed anticipate shorter and less continuous work careers than men” (Blau & Ferber, 
1986, p. 215).  As such, women are expected to select occupations that require less investment in 
human capital.  If men and women have different expectations about having and/or raising 
children and the choices to interrupt their respective careers to do so, as well as place different 
priorities on their careers, they may make different investments in their respective stocks of 
human capital and subsequently, their earnings are substantially affected.  Indeed, as Rose and 
Hartmann (2004) found--women who elected to “step out” of the labor force for even a short 
time period suffered a large penalty in their cumulative earnings that was never remedied over 
their working lifetime and into retirement.   
 
The close interpersonal interactions between executives and boards that generally exist in 
nonprofit organizations would seem to encourage the development of relational governance 
elements—less focus on economic measures of performance and more on the value of the 
relationship over time including human capital characteristics such as experience, tenure, and age 
for determining CEO rewards.  However, research on executive compensation in nonprofits has 
paid little attention to the human capital specificity of CEOs.  In one study, Gray and Benson 
(2003) did find significant and positive effects for educational level and tenure on CEO 
compensation in a study of nonprofit small business development centers.  In general, human 
capital factors contribute to the pay gap found between men and women and we would expect in 
our study of executive compensation that pay would vary according to the types of human capital 
acquired by the CEO.  Therefore, the focus of this study is on the human capital variables--in 
conjunction with performance indicators--in determining CEO pay differentials between men 
and women.   
 
Gender Differences in Pay 
Although there is a paucity of research conducted on gender differentials of executive 
pay in nonprofits, gender differences in compensation are sufficiently documented in the recent 
literature to suggest that there is a significant difference between executive pay for men and 
women.  However, little of this research has examined factors that may explain this 
phenomenon.  We review here the recent literature on gender differences in pay as well as 
possible factors that may lead to these differences.   
Research efforts over the past three decades “have attempted to disentangle factors that 
account for the gender pay gap” (Renner, Rives & Bowlin, 2002, p. 332).  Some “argue that 
women’s prospects in the labor market have steadily increased and that any small remaining gap 
in earnings between women and men is not significant” (Rose & Hartmann, 2004, p.iii).  Rose 
and Hartmann’s (2004) comprehensive study of the long-term earnings gap between men and 
women shows otherwise.  Their study, which looked at the cross sectional and cumulative pay of 
men and women over fifteen years, including those who worked part-time and dropped in and 
out of the labor force to care for children or elderly parents, found that, although the wage gap 
has narrowed over the last several decades, when looking at longitudinal data, “the losses to 
women and their families due to the wage gap are large and can be devastating” (p. iii).  Even 
with increased time in the labor market after their children are grown, women cannot make up 
the loss in lifetime earnings and are stuck in lower-paying sex-segregated occupations.  Family 
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responsibilities typically fall more heavily on women and women can achieve pay parity only 
when they behave more like traditional men and leave the primary family responsibilities at 
home.  Women enter retirement without pensions, are less likely than men to move up and out of 
low-wage work, and make only 38 percent of what men earn cumulatively over a 15 year period.  
“This gap of 62 percent is more than twice as large as the 23 percent gap commonly reported” 
(Rose & Hartmann, 2004; pg. iii).    Furthermore, when examining women with a bachelor’s 
degree, they found that women earn less than men with only a high school diploma or less (even 
when the comparison is restricted to those with earnings in all 15 years of the study period).  
This occurs in an environment in which women have been afforded new opportunities and where 
women’s labor force participation has steadily increased; where a majority of women with young 
children work outside the home, and where women are earning more bachelors and masters 
degrees than men, especially in the professional fields (Rose & Hartmann, 2004, p. 1).   
Other studies have found similar results.  For example, Blau (1998) looked at the trends 
in the well-being of American women from 1970-1995 and found that, although gender equality 
in the labor market was rising for all age and education groups, there was a sharp decline for less 
educated women and their families, especially high school dropouts, compared to other women.  
Blau and Ferber (1986) report, however, that even “within educational categories, men earn more 
than women at every age, even among the youngest workers who are recent entrants to the labor 
force.  This suggests that sex differences in years of formal education and on-the-job training do 
not fully explain sex differences in earnings” (p. 219).  Weinberger (1998) found that, “on 
average, white or Hispanic male college graduates enjoy a wage premium relative to other 
graduates with the same type and quality of college education” (p. 81). She found that among 
recent college graduates, white women, black men, black women, Asian men and Asian women 
have a wage disadvantage of 10 to 15 percent relative to white men with the same type and 
quality of college education.  Others, too, have found that women and black men have lower 
wages than white men with the same number of years of education (Corcoran & Duncan, 1979; 
Blau & Ferber, 1987).  Wood, Corcoran, and Courant (1993) looked at male-female pay 
differences in lawyers’ salaries and found that, even controlling for work interruptions for child 
care, work history, school performance, and job measures, one fourth to one third of the earnings 
gap remains unexplained.   
It has been suggested that one reason why the pay gap remains is discrimination. Rose & 
Hartmann’s (2004) recent study would suggest that gender discrimination in the labor market is 
not a thing of the past.  Pay gaps between men and women continue to exist, ceteris parabus.  
This is often cited as an estimate of discrimination (Blau, 1998; Weinberger, 1998)—that is, “the 
portion of the pay gap that is not due to sex differences in qualification is presumed to be due to 
labor market discrimination” (Blau & Ferber, 1986), p. 219).  Blau and Ferber (1986) make the 
distinction between social discrimination and labor market discrimination.  “Societal 
discrimination denotes the multitude of social influences that cause women to make decisions 
that adversely influence their status in the labor market” (Blau & Ferber, 1986, p. 183) whereas 
“labor market discrimination exists when two equally qualified individuals are treated differently 
solely on the bases of their sex” (pg. 229).  If labor market discrimination exists, the economic 
status of women will be adversely affected “by producing differences in economic outcomes 
between men and women that are not accounted for by differences in productivity-related 
characteristics or qualifications (Blau & Ferber, 1986, p. 229).  If this occurs, women may be 
more reluctant to undertake human capital investments, which would exacerbate the cycle of 
social discrimination and lead to further under-investments in human capital by women.  
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Although it is often difficult to distinguish empirically which type of discrimination is operating 
as well as difficulty in determining the magnitude of the effect, “the evidence suggests that the 
direct  effects of labor market discrimination may explain half or more of the pay differential 
between men and women” (Blau & Ferber, 1986, p. 235).   
Occupational segregation has been well-documented in the literature as a possible reason 
for wage disparity between men and women (Blau & Ferber, 1986; Weinberger, 1998). 
Occupational assignments may be affected by labor market discrimination (Weinberger, 1998) as 
well as by societal discrimination (i.e., societal discrimination may cause sex differences in 
education and field of specialization [Blau & Ferber, 1986]).  That is, the socialization process 
has a powerful influence on the occupations that men and women choose, as well as the role that 
they expect work to play in their lives (Blau & Ferber, 1986).   
Considerable research has demonstrated that predominantly female occupations pay less, 
even after controlling for personal characteristics (i.e., Albelda, 1986; Blau, 1998; Rose & 
Hartmann, 2004).  Albedla (1986), using longitudinal data over a 24-year period, found that the 
occupational distributions of men and women changed very little when race was held constant—
the greatest change occurring in the distributions of white and nonwhite women.  He concludes 
that “both educational attainment and the business cycle have significantly contributed to the 
lessening of occupational segregation by race, but not by gender” (p. 410).  These “occupational 
differences between men and women may reflect differences in preferences or discrimination” 
(Blau, 1998; p. 127).  However, “occupational segregation itself may have deleterious effects on 
women’s economic status by reinforcing exaggerated notions of gender differences in 
capabilities, preferences, and social and economic roles [and] such views could adversely affect 
the labor market outcomes even of women who enter traditionally male pursuits” (Blau, 1998; p. 
127).  Her study concluded that, although there was evidence of improvement in women’s 
marketability and that the experience gap between men and women as well as job tenure has 
been reduced, “the implication that discrimination against women declined seems less credible 
than that their unmeasured characteristics improved,” given anti-discrimination legislation that 
has been enacted over the past 30 years (Blau, 1998, p. 138).  As such, occupational measures 
cannot be used alone to explain differences in wages (Weinberger, 1998).   
 A second factor consistently cited for the discrepancy of wages between men and women 
has been discontinuity of expected labor force participation.  “A woman returning from a labor 
force interruption will not only have to contend with her depreciation of skills over the interim 
but also with the advancement of the field during her absence” (Blau & Ferber, 1986, p. 196).  
As such, we would expect her earnings to fall—particularly in fields where the rate of 
technological change is rapid (Blau & Ferber, 1986).   
 
Given the consistency of research findings on the wage gap between men and women, we 
would expect to see significant main effects for gender—even after controlling for the human 
capital variables traditionally found in the academic literature, as well as for occupational 
assignment.  (We compare female CEO’s with their male counterparts within the same 
organization—thereby controlling for occupational segregation effects on compensation).  We 
also control for discontinuity of expected labor force participation (we include only CEO’s who 
have been in their position for the entire five years of the study; however, we do not have data to 
control for career interruptions that precede the period of study).   
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Our study builds upon this body of research by examining gender within the context of 
human capital variables to ascertain whether and where the differences in gender may be more 
specifically located.  Given the overabundance of research findings on the wage gap between 
men and women, we would expect to see a significant main effect for gender—even after 
controlling for the human capital variables as well as including human capital by gender 
interaction terms.     
 
 
Methods 
Sample and Data 
The data used in this study were obtained from a large, well-established nonprofit 
organization that was founded in the early 1900’s.  Today, this organization is a $1.8 billion 
nonprofit consisting of a network of 207 community-based, autonomous member agencies, 24 
countries worldwide, that serves individuals with workplace disadvantages and disabilities by 
providing job training and employment services, as well as job placement opportunities and post-
employment support.  In 2002, a total of 583,351 clients were served across all sites.  Even 
though each site is part of the national federation, each site operates as an independent agency 
where decision-making across sites is decentralized, and individual CEO compensation decisions 
are determined by a local agency boards.  Our sample consists of 186 sites--all of the full 
member agencies from the U.S. and Canada (seven agencies) for a 100% response rate.  There 
are 21 agencies outside of the U.S. and Canada that are considered “associate” members.  These 
agencies were not included in this study.  The demographic characteristics of the CEOs in our 
sample (used in the final regressions) are as follows: 22% females, average age is 55.0 and 94% 
have a bachelor’s degree or higher.  There were no data available on the race and ethnicity of the 
CEOs.  Among the women in the sample, the average age is 55.3 and 91% have a college degree 
or higher.  The men average 54.7 years of age and 94% of them have at least a college degree.  
 
Five years of archival data were obtained from the period of 1998-2002 from the 
organization’s national headquarters. On an annual basis, their national organization collects 
CEO compensation data through their national annual executive salary and compensation 
survey--collecting data on base pay and incentive pay.  Performance data are collected annually 
through a different statistical report.  CEO compensation and human capital data were coded and 
matched with each local agency’s performance indicators.  In order to more precisely isolate the 
pay for performance issues, only CEOs who remained in their CEO position for the entire period 
of time were included in the analysis.  This has the benefit of not confounding pay for 
performance for a given CEO with a change in salary at an existing site associated with hiring a 
new CEO.  This included a total of 122 agencies in the final sample.  There were 27 female 
CEO’s in the final sample.  These data allow us to test for trends over time within each agency, 
as well as across agencies.   
Dependent Variables 
 Compensation.  CEO compensation was operationalized in two ways—base salary and 
bonus only (over a 12 month period).  These measures represent total cash provided to the 
incumbent and are widely used in the executive compensation literature.  In theory, base salary is 
used to represent a fixed component of total compensation, whereas bonuses vary according to 
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some measure of performance (Gomez-Mejia, 1994).  Although stock options, profit sharing 
payments, and other stock market equity-based pay and benefits are additional components of 
total pay package found in the literature, these measures were not included because they are not 
relevant for nonprofits.     
Independent Variables  
Performance indicators that directly relate to the mission of the organization as well as 
measures of organizational success were the main independent variables of interest in this 
research.  These performance measures included the following: (1) number of clients in paid 
training are clients who receive a paycheck from the agency and work within the agency, (2) 
number of clients in competitive job placements are clients who are paid competitive wages or 
salaries—placed in competitive jobs inside or outside the agency, (3) total population served, 
defined as the sum of (1) and (2) plus all other clients that the agency may be under contract to 
serve.  Most of the individuals that a particular agency “serves” are never on their payroll.  They 
are only on the payroll if they are doing productive work (i.e., #1 and #2 above).  Someone 
coming in for vocational assessment, training, placement or educational services, or other 
services that the agency may offer are never employed by the agency, nor are they doing 
productive work for which wages would either be warranted or required.  Additionally, we 
include (4) net worth (total assets minus total liabilities) as measure of the agency’s financial 
management performance.   
Organizational size.   Organizational size, measured as revenue, is earned income plus 
support (contributions or grants) plus any other (e.g., investment income) measured in dollars.  
Organizational size has been measured this way in the executive pay literature (Tosi et al., 2000).   
 Contract.  Whether or not the CEO is under an employment contract could affect 
determination of their salary and bonus.  Agency boards have autonomy as to whether or not a 
CEO was under contract.  We coded this as a dummy variable where 1 = CEO had a formal 
contract with the agency and 0 = otherwise.   
Human Capital Variables 
CEO external experience was measured in two ways.  First, external to agency 
experience was coded as a dummy variable where 1 = experience as CEO anywhere outside of 
the organization and 0 = otherwise.  Second, organizational CEO experience was coded as a 
dummy variable where 1 = individual had previous CEO experience in any of the agencies and 0 
= otherwise.  Both variables are a measure of being an external successor (coming from outside 
the agency) because both would necessitate a move into a new organization.   Organizational 
internal experience was operationalized as staff experience, which was coded as a dummy 
variable where 1 = experience on the staff within the agency other than as the CEO (staff people 
are frequently promoted into the CEO position) and 0 = otherwise.  Board experience was coded 
as a dummy variable where 1 = CEO had previous experience as a board member within the 
organization and 0 = otherwise. Organizational affiliation refers to whether or not the CEO 
served in leadership positions within National by participating in national executive meetings, 
regional associations, or serving on the National Board of Directors.  It could be a current or 
previously held post and was coded as a dummy variable where 1 = CEO affiliation and 0 = 
otherwise. Training was coded as a dummy variable where 1 = CEO had received executive 
training from or through National and 0 = otherwise.  Education was coded as a dummy variable 
where 1 = bachelor, masters or Ph.D. degree and 0 = some college degree or less.  Age and age 
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squared as of May, 2003 was specified in years.  Tenure in position and tenure squared is the 
number of years in the current CEO position as of May, 2003.  Gender was coded as 1 = female.  
 
Analyses 
 
To exploit the fact that we had annual data from 122 sites over four years 
(contemporaneous model) and 116 sites over five years (lagged model), we used Pooled 
Ordinary Least Squares (OLS) and a Fixed Effects Model.    These panel techniques allow us to 
test the hypotheses more accurately by controlling for idiosyncratic aspects of organizational 
performance and/or organizational or CEO characteristics that might impact CEO compensation 
but for which we could not collect data.  This approach has been used widely in the executive 
compensation literature.  Pooled OLS is better than using OLS from a single year, because it 
preserves much more available information from each of the agencies.  In general, we would 
prefer to use the Fixed Effects model, because it yields more precise estimates than pooled OLS, 
as it controls for idiosyncratic variations among the various agencies that are unrelated to our 
hypotheses being tested.  However, one of the key advantages of the Pooled OLS is that it allows 
us to test the human capital variables, which all drop out in the Fixed Effects models because 
they are time invariant.  Given that this paper focuses on differences in compensation by gender 
and gender and other human capital variables drop out on the Fixed Effects models, we only 
report the Pooled OLS results. 
 
In both of these frameworks, we estimated a Contemporaneous model (pay this year is 
based on this year’s performance) and a Lagged model (pay this year is based on last year’s 
performance).  The Contemporaneous model had a sample size between 207 and 321, depending 
on the dependent variable and the specification.  Similarly, the Lagged model had a sample size 
between 249 and 382.  The motivation for testing both lagged and contemporaneous models is, 
given possible differences in either the timing of when the pay decisions are made and/or when 
the pay changes are reported on the surveys of CEO compensation, we felt that it was 
conceivable that the compensation and performance measures might be rewarded and/or reported 
in a contemporaneous manner or in a lagged manner.  By testing both sets of models, we can 
ascertain whether or not the results are sensitive to these assumptions. 
 
The dummy variable for gender alone indicates whether or not women are paid more or 
less than men overall (a shift in the intercept), but the interaction terms will tell us whether or not 
there are differences in the slopes of each of the variables--that is, whether or not men and 
women get paid differently for similar education or training (or as economists would say, 
whether men and women experience differences in their marginal revenue product for various 
human capital inputs).  First, we interact all of the variables at once, but also interact them one at 
a time to ensure that sample size limitations are not yielding insignificant results for any of the 
interaction terms.  We also test all of the significant interaction terms in one model.   
 
Our analysis progresses from a simple inspection of descriptive statistics and correlation 
coefficients to t-tests for differences between the means for men and women CEOs.  Then we 
use more sophisticated regression analyses using Pooled OLS.  Finally, we use interaction terms 
to ascertain whether gender effects are concentrated in one or more aspect that we can measure. 
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Results 
 
Table 1 presents the descriptive statistics for the sample (1.1 for the entire sample; 1.2 for 
men only and 1.3 for women only).  One item of interest is that there seems to be a higher share 
of women earning any bonus than men.  If we use the samples from the Contemporaneous 
Pooled OLS estimates, 74 percent of the women earned a bonus, but only 62 percent of the men 
did.  Similarly, if we used the Lagged Pooled OLS samples, 81 percent of the women were paid 
a bonus but only 62 percent of the men.   Table 2 contains the correlation coefficients.  Note that 
Gender is significantly correlated with several of the other independent variables, as well as 
negatively correlated with Salary, as well as being negatively correlated with several of the 
performance and experience variables.   
 
Table 3.1 is a summary (a full set of these tests are available from the authors by request) 
of the t-tests for differences in the means between the men and women in the sample for each 
variable by year (and by estimation procedure).  A couple of items worth noting from these 
results:  First, men’s base salary is always more than women’s and is virtually always 
significantly more (approximately $20,000 per year, depending on specification sample).  
Second, men’s bonuses are always more than women’s, but these differences are not always 
significant.  When they are significantly different, they are between $10,000 and $12,000 more.  
However, there are other differences that are also significant and important in examining 
differences in salary by gender.  We find that men have tenure in their posts that is about 50% 
more than women and that men operate agency sites that are about 50% larger in total revenues 
and 50% larger in net worth.  Furthermore, in many of the years, the agencies operated by men 
have better performance metrics than those operated by women.  If we had to stop our analysis 
here, we would have to say that the men do get paid more than the women, but the men have had 
longer tenures in their posts, operate larger agencies and have better results: all of which might 
merit the higher compensation. 
 
Given this pattern of men operating larger and better performing agencies and being 
compensated better than women, we bifurcated the sample along the median by revenue sizes 
and examined whether these differences persist when examining only the “small” and “large” 
agencies.  Table 3.2 presents the summary of these t-tests (full set of results available from the 
authors).  Even when we split the sample along the median for total revenue, we find that men 
receive significantly higher salaries (almost $30,000 more for men), but no significant 
differences in bonuses by gender.  Men also had significantly better performance results and 
about 50% longer tenures.  Whereas among the smaller half of the agencies, women were paid 
slightly more and received slightly higher bonuses than men, but these differences were not 
significant.  
 
Given this pattern among the “larger” half of the agencies, we further divided the larger 
half of the agencies into the largest two quartiles.  Table 3.3 presents the summary results for 
these groups (full set of results available from authors).  Men were much more likely to have 
more organizational CEO experience among the second quartile (50th-75th percent by revenue), 
but we found no other significant differences for the second quartile.  Among the largest quartile, 
we found that men were leading larger, and more effective agencies and for a longer time than 
women, but there were no significant differences in base salary or bonuses. 
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Fortunately for our research, we can also use more sophisticated techniques to try to 
resolve how much of these differences are due to differences in size and performance and how 
much are attributable to human capital and demographics.  Tables 4 and 5 present our base 
model results, as well as additional runs disaggregated by size groups.  The key fact to note in 
the base models is that Gender is large, negative and highly significant with respect to both base 
Salary and Bonus.  This suggests that women get paid just over $12,000 less per year in base 
salary and between $7,000 and almost $10,000 less per year in Bonus than men—even after 
controlling for differences in performance and human capital variables (see Mesch and Rooney, 
2003, for a discussion of the other human capital and performance related results).   
 
 Tables 4.1 and 4.2 show detailed results for our analysis of Bonuses using the 
contemporaneous and lagged Pooled OLS models for various size groups.  First let’s note the 
common features. Revenue, our size of organization variable, is positively associated with bonus 
in almost all of the size categories but has a very small effect.  The number of clients in paid 
training has a negative effect on bonus when it is significant, but is frequently insignificant.  
Conversely, the number of clients in competitive job placements is positive when significant but 
is also rarely significant.  Total population served is negative and significant in both the overall 
sample and the upper half of the agencies.  Net worth, our measure of financial management, is 
the most robust result and, as might be expected, is positive and significant both overall and 
among all size classifications.  It is clear that the boards of these agencies reward good financial 
management across all sizes of organizations. Having a contract is associated with a significantly 
larger bonus in the overall sample and in all but the smallest and largest agencies.  It may be that 
the contracts more clearly stipulate the terms and conditions under which a bonus must be paid.   
 
For the sake of space, we will ignore the other human capital variables for now except 
gender.  Gender is significant and negatively associated with bonus in all but the largest 
agencies.  Smaller organizations show a smaller gap (~$5,000), but that is probably because they 
tend to pay smaller bonuses overall.  The larger half of the agencies (based on revenue) award 
women significantly smaller bonuses than men. The women’s bonuses are between $15,600 and 
$24,200 smaller than men’s, depending on whether using the lagged or contemporaneous model 
respectively—even after controlling for differences in human capital variables and performance 
metrics.  In looking at the second quartile, women, earn between $13,300 and $22,600 less than 
men, holding everything else constant.  While gender is insignificant in the models for the top 
quartile (presumably due to the relatively small number of women in that quartile as opposed to 
differences in behaviors), it seems clear that the gender differential grows as the size of the 
organization grows. 
 
 Turning to base salary in Tables in 5.1 and 5.2, we find similar results as we did with 
bonuses.   These tables delineate the results for our analysis of Salary using the contemporaneous 
and lagged Pooled OLS models for various size groups.  As with Bonuses, revenue, our size of 
organization variable, is positively associated with base salary in almost all of the size categories 
but has a very small effect.  This small effect is most likely attributable to the fact that we have 
disaggregated the results for the regressions based on size as measured by revenue (aside from 
the base model).  By definition, this decreases the variation in the data and the order of 
magnitude of the size effects.  The performance metrics are generally positively associated with 
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salary and usually significant.  The exceptions being that the number of clients in paid training 
has a positive effect on salary in the overall sample, but no effect in the analyses of various size 
cohorts.  Conversely, the number of clients in competitive job placements is negative when 
significant but is also rarely significant (only in the overall sample and in the upper half sample).  
Total population served is positive and significant in both the overall sample and in most of the 
other various size groups.  Net worth, our measure of financial management, is positive and 
significant both overall and among the larger half and the top quartile (but not among the small 
agencies or even the second quartile).  It is clear that the boards of these agencies reward good 
financial management across all sizes of organizations. Having a contract is associated with a 
significantly larger base salary in the overall sample and in most of the size groups.  It may be 
that the contracts more clearly stipulate the terms and conditions under which a salary increment 
might be earned. 
 
It is clear that CEO external experience has a positive effect on base salary, especially 
CEO experience that is external to the agency.  This experience also grows in value with 
organizational size.  Organizational CEO (i.e., being a CEO at a different agency within the same 
federation) experience and staff experience within the organization, both play a positive and 
significant role in determining salary, but these have smaller effects in smaller agencies and are 
smaller overall than the external to the agency CEO experience.  Organizational affiliation has a 
fairly large and negative association with salary in larger sites.  Similarly, training has a negative 
effect on salary both overall and in the largest agencies.  Age has a surprisingly large positive 
effect on salaries in the largest organizations, but age squared is negative and significant which 
suggests that the age effect increases salary but at a decreasing rate.  Tenure and tenure squared 
also suggest that tenure in office tends to have a positive effect on salary but that it is also 
increasing at a decreasing rate. 
 
Gender is significant and negatively associated with salary in the overall sample and all 
but the smallest and the largest agencies.  The evidence is strongest in the second quartile: 
among these organizations, women are paid between $23,900 (Lagged model) and $28,300 
(Contemporaneous model) less than men, holding constant other human capital traits, 
organizational performance and size.  While gender is insignificant (or only approaching 
significance) in the models for the bottom half and the top quartile (presumably due to the 
relatively small number of women in the top quartile as opposed to differences in behaviors), it 
seems clear that the gender differential grows as the size of the organization grows, as the salary 
differences for women are much larger in the second quartile as they are either overall or for the 
upper half.   
 
Table 6 presents a summary of all of the gender effects for both bonus and salary for both 
contemporaneous and lagged models and for each size classification.  It confirms the importance 
of gender as an explanatory variable and the robustness of the effects across both models for both 
bonus and salary.  Finally, it clearly demonstrates the growth in the gender gap as the agencies 
get larger in size. 
 
The dummy variable for gender alone indicates whether or not women are paid more or 
less than men overall (a shift in the intercept), but by interacting gender with various human 
capital variables, the interaction terms will tell us whether or not there are differences in the 
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slopes of each of the variables.  We tried including interaction terms for every human capital 
variable and Gender, but the model imploded (none of the interaction terms were significant and 
Gender lost its significance).  We think this might be due to the sample size, so we ran each 
interaction term separately.  Table 7 shows the summary of these models: we include only the 
sign and level of significance for the main Gender variable and each of the interaction terms for 
each of our four main models (full sets of all of these regressions are available from the authors).  
There are no significant interaction effects between Gender and any of the human capital 
variables for Bonus, but there are a few for salary.  With the inclusion of the interactive effects, 
the Gender main effect loses its significance in some of the models, but it retains its negative 
sign in all of the results in which it remains significant.  In the few cases in which the interaction 
terms are significant in the Salary models, the interaction term is always positive, but it fails to 
fully offset the negative effects associated with the main Gender effects (see Tables 8.2 and 8.3).   
 
When we include all of the interaction effects that were significant when run separately, 
they also become insignificant (see Table 8.1).  The tests for joint significance of the combined 
sets of interaction terms for each of our models is either insignificant or only approaches 
significance at traditional levels.  This might also be a sample size problem.  As seen in Tables 
8.2 and 8.3, the coefficient on Gender remains large even when including any or all of the 
significant interaction effects.  The net marginal effect of Gender, after taking into account the 
effects of the significant interaction terms (evaluated at their sample means) suggests that women 
are still paid thousands less than men.  Including all of the significant interaction effects (that is 
significant when run individually), women are paid between $7,635 (Lagged Pooled OLS) and 
$13,643 (Contemporaneous Pooled OLS) less than men with comparable human capital 
characteristics and comparable performance. 
 
Finally, in order to measure whether or not there were any gender differences among 
those becoming CEOs, as well as between those becoming CEOs and those already serving as 
CEOs, we lifted our earlier sample restriction to include those agency sites that had experienced 
a change in leadership.  Starting with t-tests for differences between means, we found no 
significant differences by gender when we compared the salary and bonus for those who changed 
CEO posts during our period of analysis or who reported a change at any time.  Note: if we look 
at all CEOs who changed, compared to all CEOs, who did not change, those who changed 
received lower salaries and lower bonuses, but they also managed significantly smaller agencies 
and had much shorter tenure than those who did not change.  This suggests that one of the ways 
CEOs improve their compensation is by staying in place and growing the organization, but 
another strategy is to move on to increasingly larger agency sites across the country. 
 
In regressions (full set of results available from authors by request) including a dummy 
variable for the year of the change and including another interaction term between gender and 
the year of the change, these additional variables are always insignificant.  This was the case in 
both the pooled OLS results and for each individual year when run separately.      
 
Conclusions 
 
The results of our study indicate that there are significant differences in executive 
compensation between men and women in this national nonprofit organization.  The purpose of 
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our study was to shed light on the nature of these differences as to why these differences 
occurred by conducting a set of analyses to isolate the various factors which may influence 
executive pay decisions.  We started by conducting t-tests to examine differences in means 
between men and women.  The results of this analysis showed significant differences for both 
salary and bonus—men are consistently paid more and receive larger bonuses across time for 
both the contemporaneous and lagged models.  However, this analysis also reveals that men have 
significantly longer tenure, operate larger agencies, place more clients in competitive job 
placements, and serve more clients than female CEO’s.  Even when we disaggregated the sample 
further by size, these results are supported (at least for salary); men earn a significantly higher 
salary than women CEO’s—but, again, had longer tenure and more clients placed in competitive 
jobs (a primary performance measure).  These results suggest that the compensation differences 
between men and women are a result of longer tenure, better performance and serving in larger 
organizations.   
 
We then conducted a more sophisticated econometric analysis, controlling for 
organizational size, tenure, performance, as well as other human capital and organizational 
factors and found that gender maintained its significance.  Across both contemporaneous and 
lagged pooled OLS modes for bonus and salary, women earned significantly less than men, 
ceteris parabis--even when disaggregating the sample by size.  These results were further 
supported when controlling for significant interactions between gender and human capital 
variables; the coefficient for gender remains large even when including the significant interaction 
terms.  In general, our results indicate that women are paid significantly less than men.   
 
These results are compelling, yet disquieting.  Although empirical research in the fields 
of economics and organizational behavior have found similar results and offer explanations as to 
why sex differences in pay occur, our study examines only agencies within one nonprofit--
agencies, presumably, that share the same mission, culture, organizational structure, and have 
similar personnel policies.  Furthermore, we restricted our sample to only those CEOs who had 
not moved in the last five years to eliminate any “churning” or recent “bidding” effects.  Given 
these controls, along with the comprehensive set of analyses conducted over a five year period of 
time, we are more confident in these results.   
 
What we do not know, however, is information about job interruptions for the female 
CEO’s.  The literature is clear that job interruptions (employment gaps and leaves of absence) for 
both males and females can affect long-term compensation.  For women, however, these gaps 
tend to be longer than men’s and more often for purposes of child rearing.  Unlike men, women’s 
careers do not move in a progressive pattern from promotion to promotion—but zig-zag 
depending on the different roles played during the course of her lifetime (Powell & Graves, 
2003).  Finally, we cannot claim that our study is evidence for a prima facie case of 
discrimination.  Our study does show a pattern consistent with discriminatory behavior—holding 
constant the human capital variables traditionally found to explain discrepancies in pay.  But our 
pattern is one in which these differences get larger as organizational size increases—except for 
the largest organization.  Furthermore, all of the hire, fire, and pay decisions are made by local 
boards each acting autonomously.   Certainly more work needs to be conducted in this area 
before any conclusions may be drawn.   
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